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USMTN ALSO FOR MISSION 

BRUSSELS ALSO EOR USEEC 

E.O. 11652: N/A 

TAGS: ETRD MTN FR 

SUBJECT: U.S. TARIEF OFEER IN MTN 

REE: AMB. MCDONALD/MYERSON LETTER OF MARCH 29, 1978 

1. SUMMARY: NOT SURPRISINGLY, OUR SOUNDINGS WITH THE 
FRENCH INDICATE NO SENTIMENT TO ACCEPT GREATER-THAN- 
FORMULA U.S. TARIFF REDUCTIONS TO BALANCE U.S. EXCEP- 
TIONS. THIS IS IN LINE WITH FRANCE'S OVERALL APPROACH 
TO THE MTN. NEVERTHELESS, THE DISCUSSIONS WERE USEFUL 
IN ASSURING THAT OUR POSITION AND RATIONALE ARE UNDER- 
STOOD. END SUMMARY. 

2. WE HAVE RECENTLY DISCUSSED THE U.S. TARIFE OEFER 
WITH OFFICIALS OF THE FOREIGN TRADE MINISTRY AND, 
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SEPARATELY, WITH THE PATRONAT. WE HAVE EOUND NO SENTI- 
MENT IN EITHER GROUP FOR ACCEPTING GREATER-THAN-FORMULA 
CUTS AS AN OFFSET TO EXCEPTED ITEMS, NOR IS THIS SUR- 
PRISING. THE PRINCIPLE OF HARMONIZATION IN ACCORDANCE 
WITH THE EC COUNCIL DECISION OF LAST JANUARY IS VIEWED 
AS MORE OR LESS SACROSANCT. THE IMPORTANCE OE MAIN- 
TAINING AND APPLYING THIS PRINCIPLE OUTWEIGHS POTENTIAL 
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TRADE BENEFITS FROM BOUND ZERO DUTY RATES IN ERENCH 
EYES. 

3. GOF OFFICIALS INDICATED THEIR PRIMARY INTEREST IN 
IMPROVEMENT OF THE U.S. OEFER IS IN TEXTILES, ESPECIALLY 
GARMENTS. THEY SAY THE U.S. OFEER IS EVALUATED AT AN 
AVERAGE CUT OE 32 PERCENT WHILE THAT OE THE COMMUNITY 
IS 42 PERCENT. THEY SEE NO ALTERNATIVE TO EC WITH- 
DRAWALS UNLESS THE U.S. MAKES SUBSTANTIAL IMPROVEMENTS. 
NEITHER COULD THEY SEE ANY TRADE INTEREST IN FRANCE 

FOR OUR OFFER TO ELIMINATE DUTIES ON LOW-TARIEF ITEMS 
EXCEPT FOR AIRCRAFT, WHERE THE U.S. HAS LONG BEEN 
UNDER PRESSURE FROM THE COMMUNITY. 

4. AT THE PATRONAT WE WERE TOLD THAT ERENCH INDUSTRY 
IS CONCERNED THAT THE COMMUNITY OFEER IS TOO GENEROUS. 
YET PATRONAT OFFICIALS WERE SURPRISED AT THE RELATIVELY 
SHORT LIST OF REQUESTS FOR WITHDRAWALS SUGGESTED BY 
FRENCH INDUSTRY. WITHOUT BEING SPECIFIC, FRENCH INDUSTRY 
GROUPS ASKED THAT THEY RECEIVE THE SAME EXEMPTIONS 

AS U.S. INDUSTRY. THEREFORE, THEY FEEL THAT WHATEVER 
MIGHT BE GAINED IN THE U.S. MARKET FROM GREATER-THAN- 
FORMULA REDUCTIONS (AND THE PATRONAT BELIEVES THAT 
LITTLE IS TO BE GAINED) WOULD BE MORE THAN OFESET BY 
INCREASED COMPETITION IN THE COMMUNITY MARKET FROM 
JAPAN AND THE MORE ADVANCED LDCS. THE PATRONAT SUPPORTS 
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THE HARMONIZATION PRINCIPLE JUST AS STRONGLY AS THE 
GOF. THEY WOULD LIKE TO SEE US IMPROVE OUR OEFER ON 
TEXTILES, KNITWEAR, ELECTRONIC WATCHES, AND CHEMICALS 
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(AFTER THE CUSTOMS VALUATION ISSUE IS RESOLVED). 

5. IN CONCLUSION, THE EMBASSY BELIEVES THAT IT HAS 
BEEN USEFUL TO EXCHANGE VIEWS WITH THE FRENCH ON THESE 
MATTERS. IT IS MOST DOUBTFUL, HOWEVER, THAT WE WILL 
SEE ANY PRESSURE FROM FRENCH INDUSTRY TO INDUCE THE 
GOF TO CONCEDE ANY POINTS TO THE U.S. CONCERNING 
GREATER-THAN-FORMULA CUTS. FRENCH INDUSTRY SUPPORT 
FOR HARMONIZATION PROVIDES A CONVENIENT EXCUSE FOR 
SEEKING WITHDRAWALS BY THE COMMUNITY. GOF NEGOTIATORS 
APPEAR TO BE RELAXED AND COMPLACENT. THEY ARE SATISFIED 
THAT THE EC HAS ACTED PROPERLY IN APPLYING THE TARIFF 
FORMULA. WHILE THEY WOULD PREFER TO AVOID WITHDRAWALS, 
THEY WILL SUPPORT THIS COURSE OF ACTION UNLESS THE U.S. 
OFFER IS IMPROVED. AGAIN, THE SENIOR WORKING LEVEL 
REACTIONS WE OBTAINED ARE NOT SURPRISING. THEY CONFIRM 
OUR LONG-STANDING IMPRESSION THAT THE FRENCH WILL HAVE 
TO BE BROUGHT ALONG IN MTN PRIMARILY BY (A) THE INTERNAL 
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COMMUNITY DYNAMIC AND (B) HIGH-LEVEL BILATERAL 
EFFORTS AT CRUCIAL STAGES OF THE NEGOTIATION. WE 
BELIEVE THAT BOTH THESE OBJECTIVES ARE FURTHERED, 
HOWEVER, BY MAKING SURE THAT THE OFFICIAL WORKING 
LEVEL AND THE PRIVATE SECTOR ARE ACCURATELY INFORMED 
OF OUR POSITIONS-HENCE OUR GRATITUDE FOR MCDONALD'S 
LETTER. 

HARTMAN 
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